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DATE : January 11, 2008 DOCKLTTEU Lw

PHASE-IN RATES FOR UTILITY SOURCE LLC (DOCKET NO. WS-04235A-06-
0303).

Atta che d is  S ta ffs  Two Pha se  Ra te  De s ign for Utility Source  LLC, a s  wa s  re que s te d by
Commiss ione r Ma ye s  in he r De ce mbe r 21, 2007 docke te d le tte r. Commiss ione r Ma ye s  a ske d
for both "Pa rtie s  to bre a k the  ra te  incre a se  into two pha se s , with the  firs t pha se  la s ting no le ss
than nine  months . The  phased-in ra tes  should mainta in the  revenue  requirements  se t forth in the
ROO."

Sta ff used the  following assumption when preparing the  two summary schedules  for both
the  wa te r a nd wa s te wa te r divis ions  of the  Compa ny (Se e  Sche dule s  JMM W-1 a nd JMM WW-
l) :

Firs t, S ta ff to be  cons is te nt with the  ROO, utilize d the  350 proje cte d cus tome rs  in its
ca lcula tions .

S e cond, S ta ff in ye a r 1 pha s e d in 50 pe rce nt of ROO re ve nue  re quire me nt, a nd the
remainder (or 100 percent) in year 2, while  year 3 represents  the  payback period.

Third, S ta ff used 50 percent of the  ALJ 's  gross  revenue  increase  which is  $96,429 (i.e . 50
pe rce nt of $192,858) for the  wa te r divis ion a nd $60,775 (i.e . 50 pe rce nt of $121,549) for the
wastewa te r divis ion.

Fourth, S ta ff us e d a  6.23 pe rce nt inte re s t ra te  on the  wa te r divis ion s ide , a nd a n 8.9
pe rcent inte re s t ra te  on the  was tewa te r divis ion s ide  to ca lcula te  the  inte re s t on the  Company's
forgone revenue.

RE:

As  can be  seen from the  Schedule s , Column A repre sents  the  current ra te s . Column B,
which la s ts  for one  yea r, represents  the  e ffective  ra te s  of only rece iving 50 pe rcent of the  ALJ 's
revenue  requirement. Column C re pre s e nts  100 pe rce nt of the  ALJ 's  re ve nue  re quire me nt.
Column D represents  the  one year payback period of the  revenue and interest which was deferred
in ye a r one . The  Rows  S urcha rge  for P rincipa l a nd S urcha rge  for Inte re s t de pict the  re sulting
surcha rge  on the  3/4 inch cus tomer re sulting from the  de fe rra l of revenue  and inte re s t in yea r l.
Note  the  surcha rges  a re  added to the  typica l monthly bill in yea r 3 only. Column E shows tha t in
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Utility S ource  LLC
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year 4 the typical monthly bill is the same ($19.51) as year 2, Column C, because the deferred
revenue and interest was paid back in year 3, Column D.

In a ny sce na rio in which re ve nue  is  de fe rre d, the  ra te  pa ye rs  a t some  point will ha ve  to
payback the  revenue  and interest tha t was forgone  by the  Company in an earlie r period.

EGJ:JMM:tdp

Originator: Jeffrey M. Michlik



/~

N
o
mo

1-
o
N
Cso

31-
oN
oG
a
I

o1-
oN
cm-»
f -
GI
o
o
N
0
m
D
I

ca
o
o
N
C
m'7\ »

3
o
o
N
u

8
I

m
o
o
N

N"2\.,

m
m..»
m
re
»-
C
8I.-
: J
U

G)
o z
m
cm
3
4
m

§
T,
a
o
o
Q
W
am
Q
w
_mg
so
Rf

/ `
1 -
r -
o
N

o

8
I

1-1-°
QN
cm
W` .

ov-
oN
om
o
I

o1-
ocy
CcoW~.»

t i
*-|
c
GJ
::
3
o

8_.ncm
i i
'6E

/ `

v-
N
oG)
Q
v1-

N
CW
~»

o
oN
om
D
o1-°
oN
M"9V
¢`U)ooN
oea
o
I

m
oN
CN
g,

eaooN
o.mD
I

w
ooN
Cw
- 1v

:n2
8
'E
gD
Q

8MRa
L-

5
ooO
Y*
mLQ.

8
8

l `
1-
oN
om
D

o
N
Qm- 1~..

, ~
o
o
N
o
as
D

I

o
oN
cw
;>
r -c>QoN
uw
D
I

mQoN
m
W` ,

o
/ǹo
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